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Abstract 
In the Czech Republic, tax assignation is not in place unlike in other countries. The aim of the paper is to confirm or refute the 
usefulness of the tax assignation for the Czech tax system. There are mentioned pros and cons of the tax assignation; different 
model cases, which analyses and quantifies the impacts on the taxpayer, the state budget and non-profit organizations; and 
necessary conditions with respect to elimination of the risk of abuse of these funds. In conclusion, there are made 
recommendations for the Czech tax system with respect of the tax assignation. 
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1. Introduction 
The multiple-source funding is characterized for a non-profit organization, because the raising funds for this type 
of organization are a major concern. The multi-source funding is needed, because most of non-profit organizations 
don´t produce enough of own resources for their activities. As states Anheier (2011) a non-profit organization can be 
described as an organization that is organized, private, profit is not distributed among the owners, is an autonomous 
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and voluntary. Further, Hyánek (2007) adds that volunteering is the important source of non-financial support, which 
is often essential for the functioning of a non-profit organization. Non-profit organizations are funded in different 
ways, a vital source of funding are subsidies from the state budget, the region and municipalities budgets, or state 
funds. According to the analysis of “The financing of non-profit organizations from public budget in 2011” subsidies 
represent up to 60% of all resources at a large number of non-profit organizations. In addition, the external sources 
of funding also constitute donations and sponsorship. Other sources of funding include membership contributions 
and revenues from its own activities conducted within the main activity and especially within the secondary activity 
(economic activity). Although the funding of non-profit organizations is a persistent problem in the most countries, 
the questions remain to what extent of the support by state should be made for developing of these organizations, 
and what extent of the participation of state in the funding of activities of these organizations. Therefore a tax 
assignation can be considered as another option of their funding. The tax assignation are perceived as a 
manifestation of a democratic society, where on the one hand, citizens can decide about the amount of their taxes 
paid, on the other hand, tax assignation distorts the fundamentals and principles of the tax system, namely its 
efficiency, fairness and neutrality. 
2. Methodology and theoretical background 
2.1. Public support non-profit organization 
Nonprofit organizations are dependent largely on contributions from private donors or corporate sponsors and 
possibly on resources from public budgets. Thus, the state can support non-profit organizations through public 
subsidies and also allows various tax incentives, mainly in the form of tax allowances for donors, tax exemption 
(e.g. in the area of gift tax and property tax) and tax assignation. The tax allowances in the form of deductions or 
credits, the tax assignations and subsidies can be considered as a certain availability of tax revenues. If the 
comparison of these three forms of support would be made, a different level of stimulation, involvement of the 
taxpayer and the influence of the state can be identified at each of them. In case of subsidies can be identified a high 
influence of the state, because it decides on the providing and the amount of funds, and then controls the use of 
subsidies granted. In case of tax assignations, the influence of the state is lower; the state only controls the 
utilization of tax assignations. In case of tax allowances in relation with gifts, the state intervention can be identified 
indirectly through tax audits.  
Regarding the involvement of the taxpayer, the highest is identified in the tax allowances in relation with gifts, 
because taxpayers have to spend their own money, in contrast in the tax assignations, where taxpayers allocate 
foreign funds, there can be seen the lower involvement of taxpayer. In case of subsidies, the taxpayers are not 
participated. As regards the level of stimulation the highest is in the case of tax assignations, because taxpayers 
allocate a portion of their tax liabilities. In the case of tax allowances in relation with gifts the level of simulation is 
different at each taxpayer and depends on the system of taxation. 
The Czech Republic implements a tax allowance for entities that provide donations for the public beneficial 
purposes in the form of the deductible item from the tax base for legal entities or the deduction from the tax base for 
individuals. The value of gifts can be only deducted in the period in which they were provided. Further, costs 
incurred in respect of donations are always tax deductible expenses from the perspective of Act No. 586/1992 Coll., 
the Income Tax Act, as amended (hereinafter ITA ), specifically under §25/1t. The deduction of the gifts is laid 
down in §20/8 of the ITA for legal entities, in contrast for individuals in §15/1 of the ITA (Markova, 2013).  
The ITA set different conditions and parameters with regard to the deduction of gifts for individuals and legal 
entities, as follows: 
Firstly, if the gift is given by a legal entity, the value of gift can be deducted from the tax base, which is reduced 
by deductible items under §34 of the ITA, as long as the gift was provided for public beneficial purposes. Further, 
the value of the gift must be at least CZK 2,000. In total, a maximum of 5 % can be deducted from the tax base 
reduced pursuant to §34 of the ITA. However, if the gift is granted to secondary schools, higher vocational schools 
for the purchase of materials or equipment or for repairing and modernization of the facilities used for the purpose 
of practical training; to universities and public research institutions another 5 % can be deducted from the tax base 
reduced pursuant to §34 of the ITA. 
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Secondly, if the gift is given by individuals, then the value of gift can be deducted from the tax base, as long as 
the gift was provided for public beneficial purposes, and the value of the gifts is at least CZK 1,000 or 2 % of the tax 
base. In total, maximum of 10 % can be deducted from the tax base. 
The basic common feature is a reason why the donations are provided. As mentions Stejskal (2012) it is a support 
of civic communities, support of specific communities, support of the company's development, support of health 
promotion and support of own traditions and social status. Although the annual increased number of donors is 
recorded, the amount of donations is not so high, so that it was no longer necessary to seek and obtain other funding 
sources. An option, that would provide another way how obtain additional funds for non-profit organization and 
their activities, is the system of tax assignation. 
2.2. Tax assignation   
Tax assignations are defined by Kinkor (1994) as the ability of the taxpayers to decide on the transfer of their tax 
liability (e.g. a certain share of taxes) to a beneficiary other than the state, when the circuit of the other recipients is 
defined by the state. Tax assignations are therefore additional possibility of funding of non-profit organizations. It is 
a direct public support, which based on our opinion should be a tool that would complement the existing ones. Barta 
(2004) adds that it is necessary to note that tax assignation is not the philanthropy, but it is tax redistribution with a 
share of direct decision-making by taxpayers. The funds collected will be a form of a state subsidy which is a 
subject to subsequent control of the state with regard to the using of tax assignation. 
Tax assignation brings a wide range of positives but also negatives. An additional source of funds of non-profit 
organizations can clearly be considered as positives. This positive aspect, however, is criticized by many experts 
who believe that the introduction of tax assignation would reduce subsidies that are designed to run of non-profit 
organizations. Further the introduction of tax assignation would cancel or reduce the tax allowances associated with 
donations for public beneficial purposes. Beneficial in relation to the tax assignation can be considered the fact that 
it allows to decide by citizens in the question of public benefit (they decide on a percentage of their tax liabilities). 
Moreover there are developing mutual relations between non-profit organizations and citizens that lead to the 
development of civil society. In addition, a decentralization of resources may subsequently leads to the development 
of small non-profit organizations, which often do not have the opportunity to receive state support through subsidies. 
Furthermore, on the one hand, the tax assignations may also contribute to the involvement of citizens and non-
profit organizations, thereby mutual relations will be develop and increase the interest of the whole society about the 
activities of the non-profit sector. On the other hand, it will required to exert effort from the side of non-profit 
organizations to inform more people about their mission and activities in order to obtain funds in the form of tax 
assignations.  
Another advantage is that funds received by non-profit organizations from the tax assignations are not assigned to 
a predetermined purpose, i.e., the organization will itself decide about funds spending. However, they will be 
required to disclose how the funds were used, which would increase the transparency and credibility of the non-
profit sector. 
On the other hand, the introduction of tax assignations brings negatives, which primarily consist in denying the 
fundamental purpose and principles of taxation in the economic theory. Kubátová (2010) defines tax as a mandatory, 
non-refundable, by law specified payment to the public budget, neutral and non-equivalent. The two last principles, 
neutrality and non-equivalence are denied in the system of tax assignation.  
The amount of administrative costs associated with the registration of all persons involved (i.e. the state, non-
profit organizations and taxpayers) is another negative aspect of tax assignation. In some cases is assumed that 
administrative costs could exceed the total productivity. The quantification of administrative costs in connection 
with the introduction of tax assignation can be divided into two parts. The first part would be related to the 
organization of tax assignation (e.g. the creation of the register of eligible beneficiaries) and the second part would 
be related to the adaptation of the tax administration and control of tax assignation. The quantification of 
administrative costs is very difficult, but on the basis of the explanatory report prepared to the proposal on tax 
assignations from 2005 was calculated that administration costs would be about CZK 17,250 thousand. However, at 
the present time it would have to be calculated with a higher amount because of the wage growth. Since a large part 
of the administrative costs is made up just labor costs. Moreover it can be expected that the introduction of tax 
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assignation makes a current complex tax system more difficult. Further it is also expected that income tax revenues 
decrease with the impact on reducing the budgets, not just the state, but also regions and municipalities’ budgets, 
which would have to lead to a change in the law on allocation of tax revenues. 
In connection with the introduction of tax assignation also raises the question whether the same level of subsidies 
would be maintained and whether tax allowances in relation with gifts would be retained in a full amount. There is a 
risk that the state would, for example, reduce the amount of subsidies or tax allowances in the amount of tax 
revenues which would be lost through tax assignations. By this way resulting tax loss would be compensated. 
Frequently discussed topic is also the claim that tax assignation acts against horizontal equity. There is an argument 
that in the case of two taxpayers with the same taxable income, the first taxpayer who performs tax assignation has 
the same access to the public goods, which the state granted, although this taxpayer contributes on them less than the 
second taxpayer who doesn´t apply tax assignation, as mentions Kinkor (1996). Further, the negative aspect can also 
be a problem in the form of unfairly distributed funds because of a weak propagation of lesser-known non-profit 
organizations and related lobbying manipulation. 
It can be assumed that medial and advertising rivalry will be between non-profit organizations, thereby the 
organization that is able to present well, will be among the most successful. The arguments mentioned in this paper, 
namely pros and cons of the introduction of tax assignation, were given on the basis of interviews with 
representatives of non-profit organizations, the opinions of experts and economists, as well as a variety of technical 
articles. Based on the research can be summarized that representatives from non-profit organizations clearly support 
the introduction of tax assignations, in contrast with economists who have negative statement. 
Based on the above-defined positives and negatives of the tax assignations, the implementation of tax assignation 
could cause three situations, as following: Firstly situation A – the state would not limit the amount of state 
subsidies provided and would not cancel or reduce the tax allowances in relation with gifts after the introduction of 
tax assignation. Secondly situation B – the state would shorten subsidies granted, but the tax allowances in relation 
with gifts would be maintained after the introduction of tax assignation. Thirdly situation C – tax allowances in 
relation with gifts would be canceled or significant reduced after the introduction of tax assignations. 
If those situations would be evaluated, it can be definitely confirmed that the situation A would imply an 
improvement in the funding of non-profit organizations. In case of B situation there is a risk for organizations that 
are currently fully dependent on government subsidies. However, the situation B could mean benefits for 
organizations that are able to better present own activities. In case of C situation is important to note that from the 
long-term point of view this situation would be faced to a worsening financial situation of non-profit organizations, 
mainly due to the suspension of the development in the domestic philanthropy. However, Stejskal (2012) adds that 
the gifts rarely represent significant items of income budgets of non-profit organizations. 
3. Results 
3.1. Tax assignation in the tax systems of the selected countries 
In recent years, the tax assignations were introduced in some new EU Member States, namely Hungary, Poland, 
Slovakia, Romania and Lithuania, while Hungary was the first country which the tax assignation introduced in 1996. 
Further, tax assignations are also implemented in other EU countries, such as Italy, Spain, and Portugal, where they 
are only intended to finance the Catholic Church or other Churches. Currently, the introduction of tax assignation is 
considered in Ukraine, Georgia, etc. 
The following text is focusing on the tax assignations in countries that are close to us with regard to the historical 
development and which are already tax assignations fully utilized, i.e. Hungary, Poland, Romania, Lithuania and the 
Slovak Republic. The form of tax assignations is similar in these countries; specifically the taxpayer in the tax return 
notes the entities to which the relevant part of his due tax liability is transferred. He decides by this way about one or 
two percent of his tax liability. Although at the first view it seems that the tax assignations are the same, their 
impacts after the introduction are ultimately dependent on the overall tax system in force in that State. As mentions 
Široký (2012) there are different methods of construction tax bases, the system of deductible items from the tax base 
and other provisions significantly affect the final tax determination. A significant influence can be seen in the 
relationship between tax assignation and tax allowances. While it is essential, whether remains a tax allowance in 
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relation with gifts after the introduction of tax assignation, and also whether non-profit organizations may continue 
in the preferential tax treatment, i.e. the possibility of any reduction of the tax base or use of the tax credits. 
From the selected countries the tax allowances in relation with a gift were abolished in Romania, Lithuania, the 
Slovak Republic and now in Hungary. Thus, the taxpayer may only use the tax assignations there. In contrast in 
Poland where the tax allowances in relation with gifts were remained after the introduction of tax assignation. 
As can be seen in the table 1 below, in most countries where the tax assignations are introduced is not possible to 
apply for tax allowances in relation with a gift. The combination of the tax assignations and tax allowances in 
relation with gifts is only introduced in Poland. However, there is applied progressive-decreased income tax rate in 
Poland, in contrast with other countries, where a flat tax rate is applied. In case of Poland it means that the taxpayer 
with high income can achieve tax savings through both higher tax relief and the reduction of progression. By this 
way the state loses its tax revenues without the possibility of subsequent audit compared to the tax assignation, i.e. 
the net effect of these two regimes is similar, however, in the case of a tax relief less transparent. Further, it must be 
highlighted that the taxpayer generates tax savings through tax relief; however, the burden in the form of providing 
the gifts reduced by tax effect falls on the taxpayer. 
Table 1. Individual income tax and tax assignation in selected countries 
Country Tax rate (%) Tax allowance in relation with a gift Tax assignation 
(%) 
Hungary 16 % from the supergross 
salary, the effective tax rate 
19.04 % 
Not applicable 1 
Poland 18 % from the income up PLN 
85,528 and 32 % from higher 
income 
6 % of taxable income can be 
deducted from the tax base 
1 
Romania 16 Not applicable 2 
Slovak Republic 19 Not applicable 2 (3) 
Lithuania 15 Not applicable 2 
Czech Republic 15 % from the supergross 
salary, effective tax rate 20.1 % 
Deduction up 10 % from the tax 
base 
Not applicable 
Source: Global Individual Tax Handbook 2013, Amsterdam IBFD, and own processing. 
 
Regarding the Slovak Republic as the historically closest country to the Czech Republic, the tax assignation in 
the amount of 1 % was introduced in 2001. After the introduction of a flat tax of 19 % in 2003, the tax allowance in 
relation with gifts was abolished and replaced by increasing amount of tax assignations up to 2 %. The Slovak 
Republic is one of the few countries that allows applying tax assignations for corporates (legal entities). In 2006, the 
tax relief for non-profit organizations was abolished, i.e. the possibility of deduction up to SKK 300,000. This 
abolition had a negative impact on especially those non-profit organizations that try in their economy activity to 
obtain additional resources for their financing as mentions Marček (2010). Since 2011, the tax assignations eligible 
for legal entities have been gradual reduced. Further, at the same time of this measure the option to provide a 
financial gift in the amount of fixed percentage of income tax was introduced. However, if a legal entity don´t 
provide this percentage of funds, the option to use the tax assignation of full 2 % cannot be used. As was reported by 
Current development of the tax assignations (2011), this legal change has a long-term nature and its final version 
will be reached in 2020, when the legal entities are able to apply tax assignations in the amount of 0.5 %. Since 
2012, individuals who perform a volunteering activity at least 40 hours per year have been eligible to apply the tax 
assignation in the amount of 3 % of their tax liability. 
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3.2. Conditions for the implementation of tax assignation in the Czech Republic 
In the previous part, the tax assignations were evaluated in different countries, where they exist in different 
forms. Therefore there is no one model of the tax assignations accepted by all states that use them. The individual 
models of the tax assignations must respond to the conditions of the State.  
Tax assignations can be very administratively burdensome both for taxpayer and tax administration, therefore in 
case of their introduction is necessary to design a model that would be acceptable for tax administration. 
In the Czech Republic the possibility of the tax assignation can be considered only in case of the individual 
income tax. According to the basic tax principles the possibility of the tax assignations is not appropriate for legal 
entities. Further, based on the tax theory, as mentions Široký (2003) the tax paid at the level of legal entities is only 
the simplified manner of the tax collection attributable to individual members. Similarly, it would be inappropriate 
to consider tax assignations with other taxes, e.g. value added tax or excise taxes. Tax assignations would only be 
implemented to individual income taxes, which are paid on the basis of filed tax returns, and which are imposed on 
dependent activities. However they should not be implemented to income which is subject of withholding taxes.  
The tax law would set a fixed percentage of tax assignations. If the taxpayer decides to perform tax aasignations, 
just a set percentage of its tax liability would be transferred to the selected non-profit organization. The lower level 
of tax assignation would not be possible to perform. Further, taxpayer could designate only one beneficiary of the 
tax assignations, who would receive the entire amount of the tax assignation. It would not be possible to divide the 
tax assignation to multiple recipients. In addition, the transfer of tax assignations to beneficiaries should be carried 
out only once a year, mainly due to the administrative burden reduction. 
On the side of taxpayers who perform tax assignation should be set the condition of their indebtedness to the 
state. Further, the recipient should also meet the condition about indebtedness and moreover the criteria set for them 
should correspond to the public beneficial usefulness under the law. These non-profit organizations who would meet 
the set requirements should be included in the list of non-profit organizations to whom is possible to transfer tax 
assignations. In case that it is a new non-profit organization, it would be possible to transfer tax assignations up to 
the next year following the year of its registration. In case of the termination of the right to receive tax assignations 
(e.g. termination, breach of the set conditions, etc.), and this fact should no longer be mentioned, the tax assignations 
would remain in favor of the organization’s tax administrator accounts, while this organization would be removed 
from the list of non-profit organizations eligible for tax assignation. In addition, if the transfers of the tax assignation 
are carried by employees who do not fill tax return, i.e. the employers carry out an annual tax settlement, can be 
discussed whether the indebtedness of employers should also be examined. For more details about possible practice 
of the tax assignation, see table 2 below.  
Table 2. Possible practice of the tax assignation 
Individuals filling tax return Employees and employers 
The tax returns shall be extended of the new part 
where the taxpayer shall indicate whether he intends 
to perform tax assignation. 
The form “Tax calculation of individual income from 
dependent activities and functional benefits” shall be 
extended of the new part, where the intention to perform 
tax assignation will be indicated.   
If so, the number of the non-profit organization to 
which he wants to perform tax assignation, must be 
filled. 
If so, the number of the non-profit organization to which 
he wants to perform tax assignation, must be filled. 
The list of non-profit organizations will be listed on 
web side of the Tax Office.  
The tax assignation will be performed only by the 
employee who requests his employer of the annual tax 
settlement.  
If the conditions are met, the amount of tax 
assignation will be transferred.  
The total amount of tax assignations broken down by each 
non-profit organization shall be notified by the employer 
to the tax administrators.  
Failure to comply with conditions, the taxpayer or the 
recipient of tax assignation will be informed about the 
reasons for failure.  
If the conditions are met, the amount of tax assignation 
will be transferred.   
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If a time limit for correction will be set and then the 
conditions are met, the tax assignation will be 
transferred. 
Failure to comply with conditions, the taxpayer or the 
recipient of tax assignation will be informed about the 
reasons for failure. If a time limit for correction will be set 
and then the conditions are met, the tax assignation will be 
transferred. 
Failure to comply with the conditions in timeout, the 
tax assignation will not be performed for the year. 
Failure to comply with the conditions in timeout, the tax 
assignation will not be performed for the year. 
Source: own processing. 
3.3. Model situations in the case of implementation of the tax assignation in the Czech Republic 
As was mentioned in the previous text, there may arise several situations that would be caused by introducing of 
tax assignations. Table 3 below shows the basic three different situations (models). 
Table 3. Model situations in the case of the implementation of the tax assignation 
Items Model 1 Model 2 Model 3 
Amount of the financial 
support 
unlimited shortened unlimited 
Tax allowances in respect of 
a gift 
unlimited unlimited Abolished or significantly 
shortened 
Tax assignation Possibility of 1 % Possibility of 1 % Possibility of 1 % 
Source: own processing 
 
Based on the above defined model situations can be evaluated the impacts on the state budget, non-profit 
organizations, as well as the taxpayer (the gifts donors for public beneficial purposes). In case of model 1 it would 
not reduce the subsidies granted and would not be limited the existing possibility of tax allowances in relation with 
gifts. Further, based on experiences from states where tax assignations have been introduced, in the first year of the 
introduction of tax assignations about 30 % of taxpayers would use them. The starting point for an analysis of their 
impacts will be a year 2011, for which is available information both on the amount of subsidies from the state 
budget, and on the amount of deductions of gifts applied by individuals and corporates (although there is already 
known information for the year 2012, as is evident from Table 4). According to the analysis of “The financing of 
non-profit organizations from public budget in 2011” was provided in the form of grants to non-profit organizations 
CZK 10,862 million, specifically CZK 5,740.8 million from the state budget (52.9 %), CZK 1,612.1 million 
(14.8 %) from the regions budgets and the budget of the City of Praha, CZK 2,727.3 million (25.1 %) from the 
municipal budgets and CZK 781.7 million (7.2 %) from state funds. The amounts of deductions of gifts are 
presented in Table 4 below.  
Table 4. Selected data from the tax returns – deductions of gifts 
Data from the tax returns 2010(CZK) 2011(CZK) 2012(CZK) 
Deductions under §15/1 – the value 
of gifts by individuals 
1,510,644,604 1,466,341,688 1,393,311,428 
Deductions under §20/8 – the value 
of gifts by corporates 
2,460,657,776 2,644,566,577 2,380,355,393 
Source: own processing based on data source 
 http://www.financnisprava.cz/cs/dane-a-pojistne/analyzy-a-statistiky/danova-statistika. 
 
Model No. 1 
In case of model 1 the subsidies would have been provided in the non-reduced amount and at the same time the 
deductions of gifts would have not been reduced nor abolished. If the analysis of the impacts on the state budget 
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would be performed, so this option (model 1) would constitute harm for the state budget in the amount of tax 
assignations. Further, if the data of 2011 were used with the assumption that around 30 % of taxpayers will used tax 
assignations, it would be the amount equal to 30 % of 1 % of the total income tax collection, i.e. about CZK 367 
million (0.3 * CZK 122,312 million * 0.01).  
At the time of efforts to make a state budget in balance, this model seems to be out of the question. However, this 
model would be the best option for non-profit organizations, who would receive an additional source of their 
funding. 
The impact of tax assignation on the taxpayer's tax burden can be illustrated by looking at the taxpayer's average 
gross wage of CZK 23,869 (figure for 2011), which has one dependent child and provided a donation in the amount 
of CZK 5,000: 
x Total annual income……………………………………………………………………  286 428 CZK 
x Tax base rounded (134 %, super-gross-salary) ………………………………………...  383 800 CZK 
x Tax base after deduction of gift ………………………………………………………..  378 800 CZK 
x Tax liability …………………………………………………………………………….    56 820 CZK 
x Tax liability after tax credits and tax credit for dependent child (year 2011) ………...    21 576 CZK 
x Possibility of tax assignation (1 %)……………………………………………………..         215 CZK 
If the taxpayer wouldn´t provide a donation for public beneficial purposes in the amount of CZK 5,000, his tax 
liability would be CZK 22,326 and the possibility of tax assignation would represent CZK 223. The tax burden on 
the taxpayer would be the same, but he would be able to alone decide to whom 1 % of his tax liability will be 
transferred. It is difficult to anticipate how the taxpayer´s behavior would be affected by the tax assignation. He 
might not have been willing to provide gifts because he might get the impression that he has contributed through tax 
assignation.  
 
Model No. 2 
For Model 2 is presumed that the state running out subsidies that are transferred to non-profit organizations, but 
the deductions of gifts would be maintained. As was shown in the model 1, it is assumed that the state would lose by 
the introducing of tax assignation at least about 367 million CZK. Therefore it can be assumed that the state would 
reduce on this amount the value of subsidies transferred.  
However, the pessimistic estimate identifies a significant decline in the amount of subsidies with regard to 
covering administrative costs and subsequent control of tax assignations. It is very likely that the state would shorten 
subsidies in respect of the total amount of tax assignation, i.e., in subsequent years, if the system of tax assignation 
gains a higher percentage of taxpayers involved, the total sum would be greater than the amount mentioned above. 
Then can be assumed that in terms of the state budget, the introduction of tax assignations would be real. Regarding 
small non-profit organizations, can be assumed negative impacts as they wouldn´t receive such amount of funds 
from tax assignations compared with provided subsidies. Therefore this model wouldn´t be beneficial for non-profit 
organizations, because they would gain nothing more. Moreover, if subsidies would be reduced with regard to 
administrative costs related to the implementation of tax assignations, it would mean for some non-profit 
organization their liquidation.  
With regard to the taxpayer, this model compared to the previous one would have no additional effect. 
 
Model No. 3 
The last model assumed the complete abolition or reduction of deductions of gifts. Given that the proposal of tax 
assignations is limited to individuals, this abolition or reduction would also be limited on natural persons. On the 
one hand regarding the introduction of tax assignations, the state budget would lose, as was mentioned above, an 
amount of about CZK 367 million. On the other hand, based on the abolition of deductions of gifts for public 
beneficial purposes, the state would generate an increase of income tax revenues. Specifically it would be an amount 
of about CZK 220 million, which reflects the value of tax allowances CZK 1,466 million (figure for 2011) 
multiplied by the personal income tax rate 15 %. However, if both amounts are compared, it is clear that overall 
effect is a reduction of state budget revenues, which could be more pronounced in subsequent years. It is expected 
that after introduction of tax assignation the number of participating taxpayers will be growing.  
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On the first view, this model seems to be beneficial for non-profit organizations. However, one question arises, 
whether the abolition of deductions of gifts would significantly eliminate resources that currently support non-profit 
organizations in the form of donations. Based on the data by tax authorities, in 2011 were implemented deductions 
of gifts in the amount of CZK 1,466 million. However, this item is not fully indicative to the actual amount of 
donations. From the tax perspective, the deductions of gift can be applied only up 10 % of the tax base; therefore the 
value of the donations certainly has a higher value. Further some donors, who don´t have a large enough tax base, 
are not eligible for deductions of gifts in the amount of 10 % of the tax base. Thus it can be concluded that the 
impact on non-profit organizations on the basis of this model would certainly be negative, because it would likely 
lead to a deterioration of the financial situation of non-profit organizations, and would disrupt the development of 
domestic philanthropy. On the one hand, non-profit organization might have received more state funds; on the other 
hand, they would probably lose a significant part of the resources in the form of gifts.  
Finally, with regard to the taxpayer, this model would also reduce his motivation to donate some funds for public 
beneficial purposes. 
4. Conclusion 
The paper aimed to evaluate whether it would be beneficial to introduce a tax assignation or not for the Czech 
Republic. There were set conditions that would be needed in the event of their introduction. At the same time, on the 
basis of three models, the impacts of tax assignation were identified both on the state budget, and non-profit 
organizations, as well as the taxpayer. The main reason for the consideration of tax assignations is an opportunity to 
solve other financial requirements of the non-profit sector, and also help the development of the non-profit 
organization. 
Based on the examined models and its financial quantification can be concluded that the introduction of tax 
assignations would be beneficial for non-profit organizations only if it would not decrease government subsidies and 
at the same time keeping the tax allowances in relation with gifts. Only this way would create further source of their 
funding. This situation is, however, unlikely, because it would represent additional expenditures of the state budget. 
Further, based on the models results, in case of reducing government subsidies or abolishment of tax allowances in 
respect of donations, the system of tax assignation is not appropriate. 
Moreover, given the complexity of the currently valid tax system, the introduction of tax assignations would 
mean a further element that would make it more confusing. Thus, the introduction of tax assignation would not be 
beneficial for the Czech Republic. A possible option is a modification of the existing tax allowances and changes in 
subsidy policy. However, the current deduction of gifts seems to be like a tool that is more appropriate, as it 
motivates taxpayers to provide additional funds for public beneficial purposes. Tax assignation merely redistributes 
the existing public funds, and quite costly manner. 
Based on the current situation can be observed that projects supported are truly beneficial, because the donors 
give up their resources unlike of tax assignation, where the taxpayers do not give up anything. Their tax liability will 
be the same whether they decide to perform tax assignation or not. Having regard to this fact, the adjustment of the 
tax allowances could be made, so that it would be appropriate to increase or remove the maximum as well as 
minimum limits for deduction of gifts from the tax base. 
It is undisputed on the one hand that the tax assignation brings a range of positives, such as the free decision of 
the citizens about their tax levy. Further, the establishment of closer contacts between non-profit organizations and 
taxpayers performing tax assignation can be seen as an advantage, which certainly leads to the visibility of non-
profit organizations. On the other hand, the tax assignation also brings a range of negatives that significantly 
outweigh the positives mentioned above. As the most serious can be seen the increasing of administrative costs 
related to the administration of tax assignations, and other complications of the tax system. If tax assignation were 
introduced, it would be necessary to clearly define the public usefulness, manage the implementation of this concept 
with the lowest cost, and also provide sufficient control to prevent abuse of tax assignation or tax. 
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